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DEPARTMENT OF THE NAVY
OFFICE OF LEGISLATIVE AFFAIRS
00 NAVY PENTAGON
VIMSHINGTON DT Z0350-1300 N REFLY R T

LAa-2:s5kl
Jamary 23, 2001

MEMORANDUM FOR INTERESTED MEMBERS OF CONGRESS
Subij: OMB CIRCULAR A-76 COMMERCIAL ACTIVITY STUDIES

Encl: {1) Announcement of Navy's Intent to Conduct OMB Cirenlar
A-76 Commercial Activity Studies
(2) Department of the Navy Commercial Activity Studies
(3) Department of the Navy Competitive Sourcing Program

1. Appreciating your interest in the current plans, programs
and pelicies of the Department of the Navy, please be advised
that the Navy, in accerdance with paragraph (b)(l} of 10 U.S.C.
§ 2461, intends to study a number of commercial activities
across its entire shore!infrastructure for possible competitive
sourcing. Enclosure {1) is Navy's annocuncement to members of
Congress. Enclosure (2) identifies the commercial activities,
by state, where studies will be conducted. Enclosure (3)
explains the competitive sourcing process.

2, All studies will be Iperformed under the procedures in OMB
Circular A-76, using cost estimates based on the most efficient
and cost effective organization for in-house performance of the

,identified functions.

3. The Office of Legislative Rffairs; point of contact is
Mr. Joel A, Weger, at (703) 697-619¢.

Sincerely,
. P, W. DUNNE
Captain, U.5. Navy

Deputy Chief of Legislative
Affairs
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THE UNDER SECRETARY OF THE NAVY
WASHINGTON. DC, 20350-1000
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22 Jarmuary 2001

AR

The Honorable Richard B. Chensy
President of the Senate
washington, DC 20510

Dear Mr. President:

The purpose of this letter is to notify you of our decision
to ztudy certain functions performed by military and eivilian
perscomel io the Departinent of che Navy for possible performance
by private contractors.

As the Department seeks ways to igprove efficiency and
effectiveness, reduce the overall cost of operations and improve
husiness pracesses, we are fully exploring opportunities for

" zompetition initiatives. In accordance with 10 U.S.C. Section
2461, the Secretary of Defense ig to notify Congress of any
decision to study commercial or industrial type functions
performed by 50 or more ciwvilian employees for possible
outsourcing and to provide an estimate of the costs and length
of each study. To provide you with a more comprehensive
overview of cur most receat competition initiatives, we are
enclosing a list detailing functions both above and below 10

_S.C. Section 2461 reporting threshold. These initiatives to
study the perfarmance of the commercial or industrial type
functions by persons who are not civilian employees of the
Pepartment of Defense are not the result of constraints or
limitaticns in terms of man years, end strengths, full-time
equivalent positions or maximum number of employees. Please
note that to ensure we obtain economies of scale, most of the
smaller numbers of functions will be conscolidated into largexr

regional or base-wide cast compariscns.

where required, studies will be performed under che
procedures set forth in Office of Management and Budget (OMB)
Ciyeular A-76. The military billets listed in the enclosure
bave been identified for substitution by civilian workers. The
A-T6 studies in each case will determine whether the function
will be contracted out or performed by civilian employees of -the
Department of the Navy. The Department’s astimated cost to
study each full-time equivalent position is $2,000, and the
estimated study time for single function studieg is 12-18 months
and 24-36 months for multifunction studies. The Budgetary Line
Ttem {4AlK — Administration) will be used to cover the cost of
the analysis for these studies in FY2001.

Enclosure (1)
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Conversion to commercial contracts will occur only if the
cost comparison process reveals that contracting is the most
cost effective method of performing the function. We will
notify you by separate correspondence if the competition results
in a decision to convert to centract performance.

A similar letter has been sent to the Speaker of the House
of Representatives. As always, if I can be of further

assistance, please let me know.
Sincerely,

Nudls

Rokert B. Pirie Jr.

Enclosure:;
1. Competitive Sourcing Anncuncement

Copy to:
The Hconorable John Warnex
Chairman, Committee on Armmed Services

/

The Honorzble Carl Levin
Ranking Mincrity Megber, Committee on Armed Services

The Honorable Ted Stevens
Chairman, Subcommittee on Defense, Committee on Appropriations

The Honorable Daniel K. Inouye
Ranking Minerity Member, Subcommittee on Defense, Committee on

Bppropriations }
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ITHE UNDER SECRETARY OF THE NAVY
WASHINGTON, D.C. 20350-1000

22 January 2001

The Honorable J. Dennis Hastert
Speaker of the House of Representatives

Washington, DC 20515

Dear Mr. Speaker:

The purpose of this letter is to notify you of our decisicn
to study certain functions performed by military and civilian
personnel in the Department of the Navy for pessible performance

by private contractors.

As the Department seeks ways to improve efficiency and
effectiveness, reduce the overall cost of operations and improve
business processes, we are fully exploring opportunities for
competition initiatives. In accordance with 10 U.5.C. Section
2461, the Secretary of Defense is to notify Congress of any
decision to study commercial or industrial type functions
performed by 50 or more civilian employees for possible
outsourcing and to provide 3gn estimate of the costs and length
of each study. To provide you with a more comprehensive
overview of our most recent competition initiatives, we are
enclosing a list detailing fungtions both above and below 10
U.S.C. Section 2461 reporting threshold. These initiatives to
study the performance of the commercial or industrial type
functions by persons who are not civilian employees of the
Department of Defense are net the result of constraints or
limitations in terms of man years, end strengths, full-time
equivalent positions or number of employees. Please
note that to ensure we obtaip economies of scale, most of the
smaller numbers of functions|will be consolidated into larger

regional or base-wide cost ¢omparisons. :

Where required, studies will be performed under the .
procedures set forth in Office 9f Management and Budget {OMB)
Circular A-76. The military bi}lats listed in the enclosure
have been identified for substitution by civilian workers. The
A-76 studies in each case will determine whether the function
will ke contracted out or performed by civilian employees of the
Department of the Navy. The Department’s estimated cost to
study each full-time equivalent position is $2,000, and the
estimated study time for single function studies is 12-18 months
and 24-36 months for multifunction studies. The Budgetary Line

‘Item (4alM - Administration) will be used to cover the cost of

the analysis for these studies in FY2001.
Enclosure (1)
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Conversion to commercial contracts will occur only if the
cost camparison process reveals that contracting is the most
ccst effective method of performing the Ffunction. We will
notify you by separate correspondence if the competition results
in a decision to convert to contract performance.

A similar letter has been sent to the President of the

Senate. As always, if I can be of further assistance, please

let me know.

Sincerely,

(Ol v~

Rocbhert B. Pirie Jr.

Enclosure:
1, Competitive Sourcing Announcement

Copy to:
The Honorakle Bok Stump
Chairman. Committee on Armed Services

The Hoporable Tke Skeiton
Ranking Minority Member, Committee on Armed Services

The Honorable Jerry Lewis
Chairman, Subcommittee on Defense, Committee on Appropriations

The Honporable John P.:Murtha
Ranking Minority Member, Sukb

fammittee on Defense,
Committee cn Appropriations
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ST |CD!CA NAME MIL|CIV [TOT,
CA | 10 |[ENGINEERING SERVICES f o 7 7
CA | 10 [ADMINISTRATIVE SUPPORT ol 2 Z
CA | 10 |ADMINISTRATIVE SUPPORT 0] 1 1
CA | 10 [MAINTENANCE & LOGISTICS o1 3
CA | 17 |PUBLIC WORKS MANAGEMENT ol 1 1
_|CA [ 17 [PUBLIC WORKS MANAGEMENT ASST ol 7 7
|CA | 17 [PUBLIC WORKS ADMIN SUPPORT o 4 4

[CA | 17 |PUBLIC WORKS HOUSING ADMIN o = =

CA | 17 /PUBLIC WORKS MOTOR VEHIGLE MAINTENANGE |0 1 1
-ICA [ 17 TPUBLIC WORKS SUPPLY STORES of 5 5
CA | 17 |PUBLIC WORKS FAMILY HOUS®G MAINTENANGE T ol 59 30
CA | 20 |MATERIEL SERVICES of 7 7

’cuuaumEmnn: CA | 21 MATERIEL SERVICES ol 3 3
PORT HUENEME NACC CA | 23 |MATERIEL SERVICES ol 3 3
NSWG PT HUENEME DIV CA | 28 |[ADMINISTRATIVE SUPPORT o 1 T
PT HUENEME DIV GA_| 23 | ADMINISTRATIVE: SUPPORT 0] 2] 4
NSWC PT HUENEME DIV CA | 23 [SYSTEMS DESIGN & DEVELOPMENT ol 1 1
NSWC PT o CA | 23 [MANAGEMENT SUPPORT ol 2 2
NSWC PT HUBNEME DIV CA | 23 |ADMINISTRATIVE SUPPORT of 74| 74
NSWC PT HUENEME DIV CA | 23 IBUDGET & FRNANCIAL MGNT o] 26 28]
NAVFAC ENGINEERING SERVICES CENTER |CA | 23 [VISUAL MEDIA SLIPPORT o & 8
NAVFAC ENGINEERING SERVICES CENTER [CA | 23 [TECHNICAL LIBRARIANS o 4 %
NAVFAG SERVICES CENTER |CA { 23 [TECHNICAL WRITER o 4 2
NAVFAC ENGINEERING SERVICES CENTER |CA | 23 [ADMIMISTRATIVE SUBPORT ozl &
NAVFAC ENGINEERING SERVICES CENTER |CA 23 [FACILITIES (BUILDING MGMT) o] 2 2

NAVFAG ENGINEERING SERVICES CENTER |CA | 23 [COMMAND SECURITY ol -2

TWENTYNINE PALIAS NH GA | 40 |MATERIEL SERVICES o] 13 13
TWENTYNINE PALMS NH {CA | 40 [CUSTODIAL SERVICES ol 20 20
TWENTYNINE FALMS NH |CA" [ 40 [FODD SERVICE o 3 3
/AS CORONA DIV CA | 43 [ENGINEERING SERVICES 0| s 5
NWAS CORDNA DIV CA | 43 [OTHER COMM & ELECTRONIC SERVICES of 1 1
NWAS CORONA DIV CA | 43 [MAINTENANGE & LOGISTICS o/ 18] 15
NWAS CORGNA DIV GA | 43 |ACQUISITION (EQUIPTWEPS) o 1 1
NSWC INDIAN HEAD (SEAL BEACH) CA |45 |STORAGE & WAREHOUSING . o 1 1
NSWC INDIAN HEAD {SEAL BEACH) CA | 45 |ACCEPTANCE TESTING o[_18] 18
NSWC INDIAN HEAD (SEAL BEACH) CA | 45 [BUDGET & FINANCIAL MGHT o] 2 2]
NSWC INDIAN HEAD BEACH} CA | 45 [MARITENANCE & [DGISTICS 0| 1 1
NSWC INDIAN HEAD {SEAL BEAGH) CA | 45 [ACQUISITION (EQUP/WEPS) a1 1
CAMP PENDLETON NH CA | 48 [MATERIEL SERVICES o] 18] 18
CAMF PENDLETON NH CA | 48 |CUSTODIAL SERVICES 0| 42| az
CAMP PENDLETON NH {GA [ 48 |FOOD SERWVICE 0| 25| 25
SAN DIEGO NDC CA | 49 |MATEREL SERVICES ol & r
SAN DIEGO NNMC CA 49 |[MATERIEL SERVICES o 110] 1w
SAN DIEGO NMC CA | 48 |GUSTOIIAL SERVICES ol 13 13
SAN DIE(SO NMC CA [ 49 [FOOD SERVICE 0| 40! 40
TRICARE SAN DIEGO __ICAT 4G |MATERIEL SERVICES o @ 4
[FCTCPAC SAN DIEGO CA | 49 [TRAINING DEVICES & SIMULATOR SUPT o 3 3
FCTCPAC SAN DIEGO CA | 49 [TRAINING DEVELOPMENT & SUPPORT o < 4
FLTASWTRACENPAC SAN DIEGO 4¢ |ADMINISTRATIVE SUPPORT gl 3 3
im‘vsco:.cscorr—* PT HUENEME CA | 48 [CENTRALIZED ADMI SUP SVCS of 1 1
NAVSCOLCEGOFF #T HUENEME CA | 49 |[TRAINING DEVELOPMENT & SUPPORT o 3 1
[NCTC PT HUENEME CA | 49 ;TRANING DEVICES £ SIMULATOR SUPT o 1 1
[SUPSHIP SAN DIEGD CA [ 52 |OTHER DEPOT REPAIR o 4 +
SUPSHIP SAN DIEGO CA | 52 |OTHER TRAINING FUNGTIONS R 1
SUPSHIF SAN DIEGD CA [ 52 |CONTRACTING ol B 5
SUPSHIP SAN DIEGD CA | 52 |OTHER FUNCTIONS o] 1 1
TOTAL CALFGRNIA o 629 629
GROTON NAGC CT MATERIEL SERVICES 0 6 3

' Enclosure (2)
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[AGTIVITY HAME ST_| CD |CA FINCTION NAME MILICIV [TOTAL]
[PUBLIC WORKS CENTER, GREATLARES —(IL | 1D HEAVY EQUIF GP3 & MAINT 0| B
PUBLIC WORKS CENTER. GREATLAKES I | 10 [ADVERTISING & PUBLIC AFFAIRS o] 2 2
[PUBLIC WORKS CENTER, GREAT LAKES L | 10 MOTOR VEHICLE OPERATIDON ol 3 5
PUBLIC WORKS CENTER, GREAT LAKES _ |IL_| 10 |AC & REFRIGERATION ol T2l 1z
PUBLIC WORKS CENTER, GREATLAKES __|IL | 10 [CENTRALIZED ADMIN SUP SVGE o 4 ]
WORKS CENTER, GREATLAKES I _ [ 0 |FARILY HOUSING MAINTENANGE 0 88 &8
PUBLIC WORKS GREATLAKES L | 10 JMAINTENANCE & REPAIR [NFH) o[ 175] 115
PUBLIC WORKS CENTER, GREATLAKES __ it | 10 JGROUNDS & SURFACED AREAS o = =
S5C T LAKES L | 10 |CENTRALIZED ADMIN SUP SVGS o] 1 1
SSC GREAT LAKES L | 10 JADMINISTRATIVE SUPPORT o 1 1
S5C GREAT LAKES L | 10 |SPECIALIZED SKILL TRAINING ol "9 ]
SSC GREATLAKES L__| 10 |TRAINING DEVELOPMENT & SUPPORT o] 2 2
AL L1LINGIS D[ 353 353
NSWE CRANE DIV N | 8 [HEATING PLANTS & SYSTENS of 24| 24
NSWC CRANE DIV IN_| # [OTHER UTILITIES DPS & MAINT o] 7 7,
INSWC CRANE DIV IN_| 8 |STORAGE & WAREHOUSING o 18] 16
TOTAL INDIANA 0 471 47
NEW ORLEANS NACC LA | 2 [MATERNZ SERVICES ol 2 3
NEW ORLEANS LA | 2 |MOTOR VEHICLE OPERATION o 1 1
SUPSHIP NEW ORLEANS LA | 2 |COMMANDERS & SUPPORT STAFF 3 1 1
TOTAL LOUISIANA o] X 4
NAVHISTCEN DET BOSTON MA | 8 [ADMINISTRATIVE SUPFORT 1 1
PUGET SOUNU NSY (BOSTON DET) MA ;| 0 |VESSELS . o] 103] 103
TOTAL MASSACHUSETTS o 184 184
ANNAPOLIS NMCL MO | 1 |MATERIEL SERVICES o 3 1
1 [USNAANNAPOLIS MD [ 1 [MWR o 13 94
1 USNA ANNAPOLES [MD'} 7 |FAMILY SERVICE CENTER o 0] 10
- ,f MD | 1 [LAUNDRY of as] 33
MD | 1 [PHOTOGRAPHER o 4 4
MO | 1_|PLANT PROPERTY TECHNIGIAN o 1 1
MD | § JADMINISTRATIVE SUPPORT D 1 1
MD | 5 |RECREATIDNAL [JBRARY SERVICES o 1 1
MD | 5 |MwR 9 10] 10§
MD | § |HOUSHG ADMIN SERVICES o] 4 4
MD | & |ADMINISTRATIVE SUPPORT o 1 1
NSWC MD |75 JOCCUPATIONAL HEALTH o] 2 3
NSWC INDIAN HEAD [MD | 5 [ARMAMENT o & )
INSWE INDIAN HEAD MD | 5 |MANAGEMENT SUPPORT E 3)
NSWC INDIAN HEAD MD | 5 |ADP SUPPORT of 5 &5
NSWC INDIAN HEAD MD | 5 |IRDTRE SUPPORT ¢ 2 20
INDLAN HEAD MD | S5 IMANAGEMENT 0 2 2
NSWC INDIAN HEAD MD | 5 IMANAGEMENT SUPPORT [ 2
INDIAN HEAD MD | 5 |ADMINISTRATIVE SUPPORT o] 9 1
NSWC INDIAN HEAD MD | 5 |NATURAL RESOURCES SERVICES ol 1 1
,mnm HEAD MD | 5 TADVERTISING & FUBLIC AFFAIRS o 2 2
- MD [ § [FOOD SERVICE G 18] 18}
MD | 5 |MANAGEMENT SUPPORT D 4 4
MD |5 |ADP SUPPORT - o[ s 3
MD | 5 |ADMINISTRATIVE SUFPORT 0] 1 1
MG | 5 |ADMIN TELEPHONE SERVICE of 5 5
MD | 5 |ENGINEERING SERVICES ol 5] 15
MD | 5 PUBLIGATION DISTRIBUTION CENTRERS [] ] E]
MD |5 |SPECIAL STUDIES £ ANALYSIS of 14 14
\ [NSWC INDIAN HEAD " |MO | 5 |MANAGEMENT SUPPORT o 3 2
! INSWC INDIAN HEAD "D |75 JADP SOPPORT o 1 1

127500
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DON COMPETITIVE SOURCING PROGRAM

THE COST COMPARISON PROCESS

OMB Circular A-76 dictates use of a structured cost
comparison process to determine the most efficient and cost
effective way to perform any function undergoing review.

The A-7¢ process consists of the development of threé main
items:

1. A Performance Work Statement (PWS) and a Quality Assurance
Plan detailing the performance regquirements associated with the
function. The PWS forms the basis for a solicitation of offers

from the private sector;

2. & Most Efficient Organization (MEO) which identifies the
most efficient way for government employees to perform the
function. The MEOC typically incorporates improvements over the
existing methods of performance:; and,

3. A cost estimate, which develops the cost of the MEQ, and the
ancillary cests of a conversion to contract. The cost estimate
is reviewed by an Independent Review Officer (IR0) for adherence
to A-76 procedures. After any appropriate adjustments -are made,
the cost estimate is sSealed and submitted to the contracting
officer for use in the cost comparison.

Per Navy policy, management solicits the active
participation of the affected employees in the development of

the PWS and MEOQ.

The cognizant Navy contracting officer issues a request for
proposal (RFP) from private firms that may be interested in
performing the funcrions identified. The contracting officer
selects the most advantageous private sector offer and then
compares its costs, including conversion costs and the costs
associated with contract administration, with the government’s
cost estimate. If the total cost of contracting reflects a ten
percent or greater savings than the government estimate, the
function is tentatively designated for conversion to contract.
If not, the MEO is tentatively designated to retain the

functiocn.

In either case, a final decision 1s not made until all
interested parties have been vffered opportunities to review and
appeal the results of the cost comparison. All appeals are
reviewed by an independent appeals officer, who then makes
adjustments as appropriate, and anncunces the final decision.

Enclosure (3)



